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Audltmg Procedures Report

Jssund wnder P A 2 of 1958, s amended
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[(Jciy  [7] Tewnship  [Jvitage [Jarer | Deerfield Township Lenawea

Audi Date Choinion Dale Crate Accountsd Reoor Sulmitled to State:
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We have audited the financial statements of this local unit of government and rendered an opinion an financial stalements preparad in
accordance with the: Statements of the Governmental Accounting Standards Board (GASE) and the Uniform Reporting Format for
Financial Statements for Counfias and Local Units of Govermment in Michigan by the Michigan Department of Treasury,

We affirm that:
1. We have complied with the Sulisiin for the Audits of Local Units of Govemment i Michigan as revised.
2. We are cerified public accountants registerad to practice in Michigan

We further affim the following. “Yes" responses have been disclosad in the financial staterments, including the notes. or in the raport of
comments and recommendations

You must chack the applicable box for each item below

[Jyes [£] Nao

|:| Yes Mo 2. There are accumulated deficits in one or more of this units unreserved fund balances/retained samings (P.A
275 of 1980

=

Certain component unitsfunds/agencies of the (ocal unit are excludad from the financial statements.

::lYes Mo 3. There are instancas of non-compliance with the Unifarm Accounting and Budgeting Act (P.A. 2 of 1968, as
amendead),

DYes Mo 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirernents, or an order issued under the Emergency Municipal Loan Act.

[]yes Mo 5. The lecal unit hotds depositsfinvesiments which do not comply with statutory requirements. (PLA. 20 of 1943,
as amended [MCL 129.91], or P.A. 55 of 1982 =z amended [MCL 38.1132]).

[:] Yaz Mo B The local unit has been delinguent in disfributing tax revenues that were collected for another taxing unit
Tha lgcal unit has wviolated the Consbtutional requirement (Article 8, Section 24) to fund current year earned
DY&S Mo 7 pension benefits (nommal costs) in the current year. If the plan s mora than 100% funded and the overfunding

credits are more than the normal cost requirement, no contributions are due (pasd dunng the year).

DYes Mo B The local unit uses credit cards and has not adopted an applicable policy as required by P.A 266 of 1993
TMCL 1208.244),

D Yes Mo 9  The local unit has not adopted an investment palicy a8 required by P.A, 196 of 1987 (MCL 129.85)
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ADRIAN, MICHIGAN
JACKSON, MICHIGAN

INDEPENDENT AUDITORS® REPORT

To the Township Board
Township of Deerfield
Lenawees County, Michigan

We have audited the accompanying financial statements of each major fund and the aggregate remaining
fund information of the Township of Deerfield, Michigan, as of and for the year ended June 30, 2005, as
shown on pages 2 through 4, which collectively comprise a portion of the City’s basic financial
statements required by accounting principles generally accepted in the United States of America, These
financial statements are the responsibility of the Township of Deerfield, Michigan. Qur responsibility is
to express opimions on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management.
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

Management has not presented government-wide financial statements to display the financial position
and changes in financial position of its governmental activities, business-type activities, and discretely
presented component units. Accounting principles generally accepted in the Umited States of America
require the presentation of government-wide financial statemments. The amounts that would be reported
in government-wide linancial statements for the City’s governmental activities, business-type activities,
and discretely presented component units are not reasonably determinable.

In our opmicon, because of the effects of the matter discussed in the preceding paragraph, the financial
statements referred to abave do not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the Township of Deerfield. Michigan,
as of June 30, 2005, or the changes in its financial position or its cash flows, where applicable, for the
vear then ended,

Yo, Vi, Sk Rt P

Adrian, Michigan
December 14, 2003



DEERFIELD TOWNSHIP
LENAWEE COUNTY, MICHIGAN
GOVERNMENTAL FUNDS BALANCE SHEET

June 36, 2005

General Roads Fire Op/Equip
Assets
Cash and cash eguivalents b 208138 % 175,729 % 7,385
Taxes receivable 3l 734 (30)
Due from fiduciary funds 220 738 246
Total Assets 5 208,665 % 177201 % 7,601
Liabilities and Fund Equity
Liahilities
Accounts payable 5 2483 % - %
Due to others . —rr. -
Total Liabilities _ 2483 - =
Fund Equity
Fund balances:
Reserved
Reserved for library 3.414 2
Reserved for cemetery 6,557 -
Reserved for roads - _
Reserved for fire equipment = -
Reserved for fire operations - -
Reserved for fire operations - equip. only - -
Unreserved
Dresignated for subsequent year expenses 196,215 § 177.201 7.601
Total fund equity 206,186 177,201 7.601

Total Liabilities and Fund Equity § 208669 § 177200 S 7,601




Total

MNon-major {Memorandum
Funds Cnly)

3 23.0M 3 414,263
182 1,197
|85 [.389

5 23,378 5 416,849

b -k 2,483

- 2483

23.373 404,395
23378 414,366

8 23,378 3 416,845

The accompanying notes are an integral part of these financial statements,
-7
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DEERFIELD TOWNSHIP

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE - GOVERNMENTAL FUNDS
Year Ended Jung 30, 2005

General Eoads Fire Op/Equip
REVENUES:
Taxes and penalties $ 103,703 § 135305 % 45, 152
Charges for services 14,347 - -
Interest and rentals 1428 2,348 217
Oither revenue £, 500 - 3,500
Tl revennes 120,178 137.653 45,819
EXPENDITURES:
Current
Legslative 1308 - -
Cieneral government 2,473 - -
Public safety 86,847 - -
Public works 182,589 - -
Capital outlay 136,529 - -
Total expenditures 470 8 - -
EXCESS (DEFICIEMNCY) OF REVENLUES OVER
EXPENDITURES (344.628) 137,633 45,814
OTHER FINANCING SOURCES (USES)
Operating transfers in 320,943 -
Operating transfers omt - (231,721) LNV
Total gther financing sources _ 320,943 (230720 {60, )
Mot change in fund balances [23,683) (94 GR) (11180
FUIND BALANCES:
Fund Balance - July 1, 2004 224 870 271,269 15.782

Fund Balance - Jupe 30, 2005 206, 186 & 177201 % 7,601




Taotal

MNon-major  {(Memorandum
Funds Only)
§  33iEle 3317936
- 14,547
158 4. 181
* 10, 0p
34,014 346,664
- 1,368
- f2.473
- 80847
- 182,589
- 136,529
- 470,306
34,014 (124.142)
- 320943
(29,222) (320,943}
{29227 -
4,792 (124.142)
18 586 538.507
$ 23378 5 414,366

The accompanying notes ars an integral part of these financial statements.

A



DEERFIELD TOWNSHIP

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUND
June 300, 2005

Trust and
Apency
ASSETS
Cagh and cash equivalents b B
b 3HU
LIABILITIES AND FUND BALANCES
LIABILITIES:

Dhe 1o other funds b G, B0
TOTAL LIABILITIES 5 3,540

The dccompanying noies are an integral part of these financial statements.
-4



DEERFIELD TOWNSHIP
LENAWEE COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

NOTE 1@ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Deerfield Township, [enawee County, Michigan conform to accounting
principles generally accepted in the United States of America as applicable o governmental units,

FUND ACCOUNTING

The accounts of the Township are organized on the bhasis of funds, each of which is considered a
separate accounting cntity, The operations of each fund are accounted for with a separate set of self-
halancing accounts that comprise its assets, liabilities, fund equity, revenue and expenditures, as
appropriate. Township resources are allocated to and accounted for in individual funds based upon
the purposes for which they are to be spent and the means by which spending activities are controlled,
Funds are classified mto three categories: govermmental, proprietary and fiduciary. Each category. in
turn, is divided into separate “fund types™.

Governmental funds are used to account for all or most of a Township’s general activities, including
the collection and disbursement of earmarked monies (Special Revenue Funds) which are used to
account for resources legally restricted to expenditure for specified current operating purposes or the
acquisition of furniture, fixtures, machinery, equipment, or other relatively minor or comparatively
short-lived fixed assets. The General Fund is used to account for all activities of the Township not
accounted for in some other fund.

Fiduciary funds are used to account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the Township. When these assets are held under the
terms of a formal trust agreement, either a pension trust fund, a nonexpendable trust fund or an
expendable trust fund is used. The terms “nonexpendable™ and “expendable™ refer to whether or not
the Township is under an obligation to maintain the trust principal. Agency funds generally are used
to account for assets that the Township holds on behalf of others as their agent.

BASIS OF ACCOUNTING

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds are accounted for using a current financial resources measurement
focus, With this measurement focus, only current assets and current liabilities generally are included
(31 the balance sheet. Operating statements of these funds present increases (i.e., revenues and other
financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets.

All proprietary funds and nonexpendable trust funds are accounted for on a flow of economic
resources measurement focus, With this measurement focus, all assets and all Habilities associated
with the operation of these funds are included on the balance sheet. Fund equity (i.e., net total assets)
is segregated into contributed capital and retained earnings components. Proprietary fund-type
operating statements present increases (e.g., tevenues) and decreases (e.g., expenses) in net total
assets. The Township had no proprietary funds at June 30, 2005,

The modified accrual basis of accounting is used by all governmental fund types and agency funds.
Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual
{i.e., when they become both measurable and available). “Measurable”™ means the amount of the
transaction can be determined and “available” means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. Expenditures are recorded when
the related fund liability is incurred. Principal and interest on general long-term debt are recorded as



DEERFIELD TOWNSHIP
LENAWEE COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
June 30. 2003

NOTE 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF ACCOUNTING {continued)
fund liabilities when due or when amounts have been accumulated in the debt service fund for
payments to be made early in the following year.

Significant revenues susceptible to accrual are state shared revenues, reimbursement type erants, and
reimbursement for use of materials or services.

The accrual basis of accounting is wtilized by proprietary fund types and nonexpendable trust funds.
Under this method, revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred. The Township applies all applicable Governmental Accounting Standards
Board (GASB) pronouncements as well as all Financial Accounting Standards Board (FASB)
Statements and Interpretations, Accounting Principles Board (APB) opinions, and Accounting
Research Bulletins (ARB) issued un or before November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements.

The Township reports deferred revenue on its combined balance sheet when a potential revenue does
not meet the “available™ criteria for recognition in the current period, Deferred revenues also arise
when resources are received by the government before it has a legal claim to them, as when grant
monies are received prior to the incurrence of qualifying expenditures. or when receivables are
collectable over an extended period of time and because of the terms and other conditions there is no
reasonable basis for estimating the degree of collectibility. In subsequent periods, when both revenue
recognition criteria are met, or when the government has a legal claim to the resources or as the
collectibility is determmed, the liability for deferred revenue is removed from the combined balance
sheet and revenue 1s recognized.

BUDGETS

In the body of the financial statements, the Township's actual expenditures and budget expenditures
for the budgetary funds have been shown on a functional basis. The approved budgets of the
Township for these budgetary funds were adopted to the functional level. Appropriations lapse at
year end. The budgets presented are the final revised budgets, presented to and approved by the
Board.

PROPERTY TAXES

Properties are assessed and ligned s of December 31 and their related property taxes are billed on
[December | of the following vear, These taxes are due March | before they are added to the county
delinguent tax rolls.

SHORT-TERM INTERFUND RECEIVABLES/PAYABLES

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and pavables are classified as “due from other
funds™ or “due to other funds” on the balance sheet.




DEERFIELD TOWNSHIP
LENAWEE COUNTY. MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 340, 2005
NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

TAXES RECEIVABLE — CUURRENT
The Township property tax is levied on each December 1™ on the State equalized valuation of
property located in the Township as of the preceding December 31,

Although the Township's 2005 ad valorem tax is levied and collectible on December 31, 2004, it is
the Township policy to recognize revenue from the current tax levy, The 2004 State equalized
valuation of the Township totaled $45,368,043.

TOTAL COLUMNS ON COMBINED STATEMENTS

Total columns on the Combined Statements are captioned “Memorandum Only™ to indicate that they
are presented only to facilitate financial analysis. Data in these columns do not present financial
position, results of operations or changes in financial position in conformity with generally accepted
accounting principles. Neither is such data comparable to a consolidation.  Interfund eliminations
have not been made in the aggregation of this data.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accoumting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

MNOTE 2:  CASH DEPOSITS

For financial statement purposes, checking accounts, savings accounts and certificates of deposit are
considered to be cash equivalents  The Township has no invesiments and has nol adopted an
investment policy in accordance with Michigan Public Act 20 of the Public Acts of 1943, as

amended,

As of June 30, 2005 Deerfield Township had the following amounts deposited:

Interest Rate Amoont
General Fund;
Uinited Bank and Trust
General checking (.55 % b 149,700
General Flex Savings 0.55 % 47,315
Savings — Perpetual Care 0.55 % 7659
Savings — Library .55 % 3464
$ 208,138




DEERFIELD TOWNSHIP
LENAWEE COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

NOTE 2:  CASH DEPOSITS (Continued)

As of June 30, 2005 the Township had the following amounts deposited:

Special Revenue Fund: Interest Rate Amotnt
United Bank and Trust
Savings — Roads .55 % $ 175,729
Savings — Fire Equipment 0.55 % |8.689
Savings — Frre Operations (.55 % 4322
Savings — Fire Operations,
Equipment Only (L35 % 7,385
b 206,125
Carrying amount Bank Balance
Insured Amount h 100,000 b 100,000
Uninsured - uncollateralized 314,263 324,731
$ 414.263 £ 424,751

NOTE 3 RISK MANAGEMENT

The Township is exposed to various risks of loss related to property |oss, torts, errors, omissions, and
employee injuries (worker’s compensation). The Township has purchased commercial insurance for
property loss, torts and workers™ compensation claims.  Settled claims related to the commercial
insurance have not exceeded the amount of insurance coverage in any of the past three years,

NOTE 4: EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS

P.A. 621 of 1978 provides that a local unit shall not incur expenditires in excess of the amount
appropriated. In the general-purpose financial statements, the Township's actual expenditures and
budgetary expenditures for the budgetary funds have been shown on a functional basis. The approved
budgets of the Township for those budgetary funds were adopted to the functional level. During the
year ended June 30, 2005, the Township incurred expenditures in certain budgetary funds which were
in excess of the amount appropriated, but not materially.

NOTE 50 OTHER FINANCING SOURCES (USES)

The transfer of cash between the various Township funds are budgeted but reported separate from
revenue and expenditures as operating transfers in or (out), unless they represent temporary advances
that are to be repaid, in which case they are carried as assets or liabilities of the advancing or
barrowing fund.



DEERFIELD TOWNSHIP

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

Year Ended June 3. 2045

Genaral Fund
Original Final Variance
Budgel Budpeat Acmual Crer{Under)
REVENLIES,

Taxes and penaliies z 3,000 L 85,000 g 103703 5 15,703

Charges for services 23.000 23 000 14.547 (8,433)

Interest and rentals - - 1,428 1.428

Cither revenue 7500 75000 £, 5000 i 1.000)

Total revenues 115,300 115,500 126,178 10,678
EXFENDITURES:
Current
Legislative 3.000 3,00 2,368 {632}
Creneral govermment 65,100 3, 100 602,473 (2.628)
Public safety A4 0044 54,004 #6847 32,843
Public works 146,430 146,430 182,589 36,159
Capital outlay 39,953 39,953 136,529 96576
Total expenditures 308,487 308,487 470,806 162,319
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (192 987 {192,987} (344 H28) {151.641)
OTHER FINANCING SOURCES [(USES):

Dperating transfers m 142987 152,987 320,943 127,456
Total other financing sowTces (uses) 192,987 192,987 320,943 127,450
Net chapge m fund balances 5 - ¥ - (236835 % {23,083)

FUND BALANCES.
Fund Balance - July 1. 2004 _ 23vxT0
Fund Balance - June 30, 2003 g 206, 186

The sccompanying notes are an integral part of these financial statements.
0.



DEERFIELD TOWNSHIP

BUDGETARY COMPARISON SCHEDULE
MAJOR SPECIAL REVENUE FUNDS

Yeur Ended June 301, 2005

Roads Fund
Ciriginal Final YVariance
Budpet Budget Aciual Over{Under)
REVENUES:
Taxes and penalties b 122,430 5 122,430 b3 135,305 b 12,875
Interest and rentals - - 2,248 2348
Total revenues 122,430 122430 137,653 13223
EXFENDITURES. . 3 -
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 122,430 122430 [37.633 15223
OTHER FINANCING SOURCES (USES):

Operating transfers out {122,430 (122.430) (231.721} (109291}
Total other financing sources {uses) 122430 (122,430 {231,721} (109.291)
Met change in fund balances b - & - {4 (68 £ (94, 068)

FUND BALANCES:

Fund Balance - July 1, 2004 271,264
Fund Balance - Juneg 30, 20415 i 177,201

The scoompanying notes are an integeal part of these financial statements,
- 1-



DEERFIELD TOWNSHIP

BUDGETARY COMPARISON SCHEDULE
MAJOR SPECIAL REVENUE FUNDS
Year Ended June 30, 2005

Fire Operations/Equipment Fund

Onginal Final Wariance
Budyet Budget . Actual Over(Under)
REVENUES.

Taxes and penalties L 20,403 i3 20,403 b 45102 & 24,699

Cxher revennes - - 3.5300 3,500

Interest and rentals - - 217 217

Total reventes 20,403 20,403 45,819 28416
EXPENDITURES: z . B
EXCESS (DEFICIENCY) OOF REVENLIES

OVER EXPENDITURES 20,403 20,403 48,819 28416

O THER FINANCING SOURCES (USES):

Operating transfers out (20,403} {20,403) (60,000} {39.397}
Total other linancing sources (uses) (20,403) (20403 {60,000) {39,597}4
Net change in fund balances ¥ - ] - (118§ {1,181

FUND BALANCES:

Funid Ralance - July 1, 2004 | 8,782

Fund Balance - fune 30, 2005 $ T.601

The accompanying notes are an integral part of these financial statements.
-1~



DEERFIELD TOWMNSHIP

COMBINING BALANCE SHEET -
NON-MAJOR GOVERNMENTAL FUNDS

Tune 30, 2005

ASSETS
Cash and deposits
Taxes receivable
Due from fiduciary funds

LIABILITIES AND FUND BALANCE

LIABILITIES:

FIIND BALANCES:
Linreserved/Undesignated

TOTAL FUND BALANCE

Fire Equipment  Fire Operations
Fund Fund Total
h 18,689 b 4,322 b 23,011
12] 6] 182
124 al |85
b 15,934 5 4,444 b3 23,378
18,934 4,444 23,378
18.934 4 444 23378
b 18.934 5 4,444 5 23.378

The accompanying notes are an integral part of these financial statements;

M7 T



COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

REVENUES:

DEERFIELD TOWNSHIP

IN FUND BALANCE - NON-MAJOR GOVERNMENTAL FUNDS
June 30, 2005

Faxes and penalties

Inlerest

Total revenuds

EXPENDITURES:

EXCESS (DEFICIENCY) OF
REVENLES OVER
EXPENDITURES

OTHER FINANCING
SOURCES (USES):
Orperating transfers out

Total other financing sources

EXCESS (DEFICIENCY) OF
REVENUES AND OTHER
FINAMCING SOURCES

OVER (UNDER)

EXPENDHTURES AND
OTHER FINANCIMG (USES)

FUND BALANCES:

Beginning of year

End of vear

Fire Equipment

Fire Operations

Fund Fund Total

3 22,351 5 11,275 33,826

I3 - 73 188

22,066 11,348 34,014

22,666 [ 1,348 34,004
(17,396) (Ll A24) (29222
(17.396) (11,826} (29222}

5.270 (478} 4,792

13,664 4,923 18,586

b (8034 & 4444 73,378

- 13-

The accompanying notes are an integral part of these financial statements
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ADRLAN, MICHIGAN
JACKSON, MICHIGAR ¢ PORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Township Board
Township of Deerfield
Lenawee County. Michigan

We haye audited the basic financial statements of the governmental activities, sach major fund. and the agpregate
remaining fund information of the Township of Deerfield as of and for the year ended June 30, 2005 which collectively
comprise the Distriet’s basic financial statements and have issued our report thereon dated December 14, 2003, We
conducted cur audit in accordance with auditing standards generally accepted in the United States of America and rhe
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.,

Intemnal Contral Over Financial Reporting

In planning and performing our audit, we considered the Township of Deerfield’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the basic financial
statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in the mternal control over financial Teporting
thal might be material wealmesses. A material weakness is a condition in which the design or operation of one or more
af the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that
would be material in relation to the general purpose financial statements being audited may oceur and not be detected
within & timely period by employees in the pormal course of performing their assigned fumctions. We noted no mamers
involving the intemnal control over financial reporting and its operation that we consider to he material weaknesses.

Compliance
As part of eblaining reasonable assurance about whether the Township of Deerfield’s basic financial statements are free

of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
arants, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of oyr audil, and
accordingly, we do not express such an opinlon. The results of our tests disclosed ne instances of noncompliance that
are required to be reported under Gavernment Auditing Standards.

This report 18 intended for the information of the township board, management and federal awarding agencies and pass-
through entities and is not intended to be znd should not be used by anyone other than these specific parties.

e ity ol o7, 7

Adrian, Michigan
December 14, 2003

o4 -



December 14, 2005

Elected Officials and Board of Trustees
Deerfield Township
Deerfield, Michigan

We have audited the financial statements of Deerfield Township for the year ended Tune 30, 2005, and have
igsued our report thereon dated December 14, 2005, Professional standardy require that we provide you with
the following information related to our andit,

Our Responsibility under Generally Accepted Auditing Standards

Ags stated in our engagement letter, our responsibility, as described by professional standards, is to plan and
perform our audit to obtain reasonable, but not absolute, assurance abowt whether the financial statements are
free of material misstatement, Because of the concept of reasonable assurance and because we did not
perform a detailed examination of all transactions, there is a risk that matenal errors, iregularities, or illegal
acts, including fraud and defalcations, may exist and not be detected by us,

As part of our avdit, we considered the internal control of Deerfield Township Such considerations were
solely for the purpose of determining our audit procedures not to provide any assurance concerning such

intermnal contral.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In accordance
with the terms of our engagement letter, we will advise management about the appropriateness of accounting
pelicies and their application. The significant accounting policies used by Deerfield Township are described
in Note | to the financial statements. No new accounting policies were adopted and the application of
existing policies was not changed during 2004/2005. We noted no transactions entered into by Deerfield
Township during the year that were both significant and unusual, and of which, under professional standards,
wi are required to inform you, or transactions for which there is a lack of authoritative guidance or consensus

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management's knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may ditfer significantly from those
expected.



Significant Audit Adjustments

For purposes of this Jetter, professional standards define a significant audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except through our
auditing procedures. These adjustments may include those proposed by us but not recorded by Deerfield
Township that could potentially cause future financial statements to be materially misstated, even though we
have concluded that such adjustiments are not material to the current financial statements, We proposed no
audit adjustments that could, in our judgment, either individually or in the aggregate, have a significant effect
on the Deerfield Township’s financial reporting process,

Dnsagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matier.
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the general purpose financial statements or the auditor's report. We are pleased to
report that no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about anditing and accounting
matters, similar to obtaining a "second opinion” on certain situations. If a consultation involves application of
an accounting principle to Deerfield Township’s financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

ssues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditmg
standards, with management this year prior to our retention as Deerfield Township’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

Other Matters (Comments and Recommendations)

We would like to thank Pam and Shirley for their cooperation during our audit. Although not considered a
material weakness, we have the following comments and recommendations with respect to matters, which
came to our attention during the courze of our audit of the financial statements. Our audit procedures are
designed primarily to enable us to form an opinion on the financial statements, and therefore may not bring ta
light all weaknesses in policies or procedures that may exist. However, these matters are offered as
constructive suggestions for the consideration of management as part of the ongoing process of modifying
and improving accounting controls and the financial and administrative practices and procedures.

I, Although not material we noted some minor instances where the actual expenditures on a line item bases
exceeded their budgeted amounts. Per P.A. 621 of 1978, local units of government shall not incur
expenditures in excess of the amount appropriated. However, in total you did not exceed your budgeted
amounts.



2. We would like to make you aware that the Governmental Accounting Standards Board has issued
Statement Ne. 34 Basic Financial Statements — and Management’s Discussion and Analyses — for State
and Local Governmems. This statement radically changes the reporting requirements for Townships.
Under current guidelines (a copy of the Michigan Bulletin for Audits of Local Governments is attached)
the Township has only adapted a modified version of Statement No. 34, which resulted in the adverse
opinton given in the auditor’s report.  If the township wishes an unqualified opinion. which s the
cleanest opinion, it would need to fully implement GASB 34.

This information is mtended selely for the use of the Township Board of Deerfield Township and should not
be used for any other purpose.

Very truly yours,

Howa Doy Al 8 P 2L

Gross, Puckey, Gruel & Roof, P.C
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